AR21 


SILVERWOOD INDUSTRIES LIMITED + 69th Annual Report, FIFTY-TWO WEEKS Ended January 2, 1972 


< : 


skim Bees 


1 ecranees @ ANDES 


= 
= 
= 
ss 


(As = 


Que 
aur ee ef 


Seo, one 
We warveng i338 


Bi, 
te, 


GANADA GRADE A 


ZL6L ‘SL aun{ papua 


SYIOM HZ IY} 10} | 
pa}iulny salajsnpuy poom.sapig 


JO Slapjoyaseys ay} O} 


INI 


OIYVLNO ‘SL NOGNOT 
LIFULS LSYNHLVA SZ 
4D14dO GVAH 


31035 IW SPW ANOA VzZIUOA}e 
syonpoig Asieg s,poomiaayis Ang 


ANVdWOD GilLVadddO 


GNV GINMO NVIGVNV)D 
ino, yioddns 


“ADIIJJO BAINIIX®Z Joryd | 
‘juapisoidg ‘TL6L ‘8 Jsnsny 


‘paeog ay} jo uRWAIeYD ‘ppeue) “Uopucy 


Ge o 
“oy eA odeys 


Jad 40Z 24} Je paulejureUl Sulaq o4e pOliad jedsly 94} JO 
Ja}4enb ply) ay} 40} spuapiaip ‘a}ep 0} pOliad oy} 404 aseys 
jad 419°9¢ JO sSuiuiey pajepljosuoDy YyIM Ajsulpsoddy 
*poliad saSuo0] 
ay} J2AO Padaiyse aq ued S}jNSa4 asOYy} UI JUZWaAOIdU! 
yey) JUSPIYUOD UleUNa 9M ‘SSIJIYBAIN *S}]/NS94 Burjesado 
jeloueuly sj UO seaq 0} }YSNOAG Bulaq SaAnssaid diaAas 
YIM SUOHIPUOD ZuIjesado JINIIJIPp Ide} O} B9NUUOD {IM 
Aueduiod ay} ZZ6L JO duR]eq JY} 40} yey} JUDALdde SI }] 
*‘poiad 
42aM HZ JY} JO SuluUIZaq ay} Je B/E WOAY ‘CoE 0} PaseaidU! 
uaaq pry Sas0}s adUaIUaAUOD S, VW JO A9quINU ay} ‘ZZ6L 
‘gL aun{ yy ‘pajesado uvaq aary Ady} YoIYM UI apRdap jSe] 
BY} AVAO SUOI}LIO] JY} JO a4njeu ay} Ul SasURYD JO asneI9q 
pasoja uveq aAey sas0j}s OL ajiym pouedo uaaq sArY 
$a10}$ ZZ ‘polsad ay} Bulung “yoda, jse] 94} Ul pepnyye aM 
YIYM 0} aanpadoid ul sasueYyd perosdu! ay} Buljda}Ja4 1k 
Pap] 4[IW SPW JO SUONLAIdO 310}s BDUBIUBAUOD BY] 
*SuOI}IPUOD 
Suysixd yim adod 0} spew Bulag aie sasueyd pue 
uayejapun uvsaq aAvey wa}shs UONQ!ysIp s}jonpoid Aalep 
BY} JO SIIPN}s UONEN]LAI-2y “P9}I14}S94 AjasaAasS UBIq aALY 
ssauisng ay} JO vase siy} Ul SSulusva ‘susie Suljeiado uo 
saanssaid dAi}I}2dwWOd panuljUuod ay} puke d4NjINAYs UOIN!4} 
-SIP QAISUdJUI ANOGR] 4NO JO a4N}eU ay} JO aSNeIIg “SUOIS 
-IAIG Auleq ay} JO syuawiBas urej4a9 Ul SssuluueA suljeisdo 
ul aulpap davys ay} JO yURZIUBOD AJdA aie 9M ‘19ABMOH 
“AvdA Jse] POldad auwes JY} JO proye 
Apysis Suiaq ‘aead yo auny Siyy 40¥ UOHISOd AsO}DRYSIHES 
B Ul SI 688‘296'Z$ JO [eyIdeD Suly10M poyepljosuoy 94] 
*s}40da1 snoiAoid 
Ul Ppassnosip susay! AseuIpsorsjxa wos Sursue uoiji0d 
Jofew ay} YM ‘OZe weak & 49AO %Wp'LL JO yUSWIaAOIGUII Ue 
MOUS 8L6‘Z8Z$ JO SBUIUILZ JON PIeplOsuo) “Poyuly ATW 
SPW UIYIM aoejd Suryey YyyMoss ay) ApueWd BuIjd9]}04 
‘sea snoiaasd ay} JO pOlad aues ay} ul URY) AaYysIY %8'S 
BIW ZZGL Ul SYIIM HZ SAL} BY} AO} UOIIIU 9/$ JO Sajes 
“LZ6L ‘OZ aun{ 0} p Avenue ‘poiiod 499M $7 
ay} 10} uaAlZd aie saansiy aanesedwoy ‘Z7Z6) ‘SL eun{ 
0} ¢ Asenue{ potad ay} 105 Auedwod anoA jo uoNesado jo 
SYIIM HZ S49AOD JAOda4 S1Y} Ul PoU!eJUOD UONJEULOJU! BY] 


>SYIGTOHIYVHS UNO OL 


Silverwood Industries Limited 
and its Subsidiary Companies 


STATEMENT OF CONSOLIDATED SOURCE AND 24 Weeks Ended 24 Weeks Ended 
APPLICATION OF FUNDS june 18, 1972 June 20, 1971 


(not audited) 
SOURCE OF FUNDS: 
Operations — 


INTERIM STATEMENT OF CONSOLIDATED INCOME 24 Weeks Ended 24 Weeks Ended 
(not audited) June 18, 1972 June 20, 1971 


Sales $75,995,373. $71,811,439. 


Less: 
Consisting of: 


Consolidated net income for period $ 787,918. $ 707,218. 


Amounts deducted in arriving at the above 
net income, not an outlay of funds 


Depreciation and amortization 1,591,223. 1,448,508. 
Gain on Sale of Fixed Assets (425,008.) or 
Deferred income taxes (19,442.) 8,858. 


1,934,690. 2,164,584, 
Proceeds from disposals of plant and equipment 734,668. 40,419. 
Proceeds from receipt of term notes payable to bankers 2,100,000. — 
Decrease (Increase) in sundry assets 27,386. (150,990.) 


4,796,744. 2,054,013. 


Cost of materials and production expenses 54,814,411. 51,665,295. 
Selling administrative and general expenses 18,468,197. 16,714,528. 
Depreciation and amortization 1,591,222. 1,448,508. 
Interest (including interest on short term debt 

1972 — $99,616; 1971 — $120,914) 509,735. 400,390. 


75,383,565. 70,228,721. 


Income before taxes on income 611,808. 1,582,718. 
Taxes on income 
Current 278,764. 864,862. 
Deferred 13,093. 8,858. 
291,857. 873,720. 
SSS APPLICATION OF FUNDS: 
Additions to plant and equipment 1,222,475. 1,361,071. 
Dividends to shareholders 537,748. 537,748. 


Provision for retirement of debentures and reduction of ¢ 

other deferred liabilities 1,183,216. 620,439. 
Acquisition of minority interest shares — 

Mac’s Milk Limited 2,159,726. 


Consolidated net income before minority interest 319,951. 709,998. 
Minority interest in income of subsidiary companies (net) 136. 1,780. 
Consolidated net income before extraordinary items 319,815. 707,218. 
Extraordinary items (including deferred income taxes of 

$32,525.) 468,103. 


Consolidated net income for period $ 787,918. $ 707,218. 
———— 5,103,165. 2,519,258. 


Earnings per Class “A” & ‘‘B’’ shares 
— Consolidated net income before extraordinary items 23.79¢ 52.61¢ 


Decrease in consolidated working capital 306,421. 465,245. 
Consolidated working capital, beginning of period 3,274,310. 3,355,441. 


Consolidated working capital, end of period $ 2,967,889. $ 2,890,196. 


— Consolidated net income for period 58.61¢ 52.61¢ 
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~ In Memoriam 


Pg cd 


The Board of Directors and members of 
_the staff of the company were saddened 


by the death of E. Gordon Silverwood, 
_Honorary Chairman of the Board of 
Directors of Silverwood Industries Limit- 
_ed, on December 28th, 1972. 


Gordon Silverwood was born in Lon- 
don, Ontario in 1904, the son of Albert 
Edward and Eva Montrose Silverwood. 
His father, Albert Edward Silverwood, had 


founded Silverwood Industries Limited — 


(formerly Silverwood Dairies, Limited) in 
1903. Gordon attended school in Lon- 
don and graduated from the University 
of Western Ontario in 1925, joining the 
company on a permanent basis at that 
time. He had begun his dairy career 
with Silverwood Dairies, Limited during 
vacations from 1919 - 1925. He was 
appointed to the position of Plant Super- 
intendent, London Branch, in 1928, 
General Manager, London Branch in 
1935, Vice President Silverwood Dairies, 


9041972 


Limited in 1945, and President in 1947. 
In that position from 1947 - 1961, he 
guided the company in its development 
to the largest dairy company in Canada. 


He was named Vice-Chairman of the 


Board in 1961 and later in that year, 
Chairman of the Board. In 1966, due to 
health factors, he retired from active 
guidance of the company and was 
named Honorary Chairman of the Board. 

In his active business life he worked 
diligently to promote the dairy business, 
having served as a President of the 
International Association of Ice Cream 
Manufacturers, a Director of the Milk 
Industry Foundation, President of the 
Ontario Association of Ice Cream Manu- 
facturers, member of the Ontario Milk 
Distributors Association and the Nation- 
al Dairy Council of Canada. He was also 
very active in community affairs having 
served as President of the London Ro- 
tary Club, The London District Crippled 
Children’s Treatment Centre and Past 


Master of the Tuscan Lodge, No. 195, 
A.F. and A.M. Mr. Silverwood made a 
significant contribution in his associa- 
tion with the musical community and in 
the United Church of Canada, through 
the First-St. Andrew’s Church in London. 


He is survived by his widow, Helen 
Marlowe Silverwood, a daughter Mary 
Jane, a son Donald Gordon, two grand- 
children Peter G. and Mark D. Silver- 
wood, and a sister Mrs. Albert E. 
Lawrence. 


His death leaves not only a serious 
loss within the company where his wise 
counsel and human understanding were 
of major importance over the years, but 
also within the business world and the 
community at large where his outstand- 
ing leadership and friendly spirit had 
been keenly felt. 


E. Gordon Silverwood will be very 
much missed by all those who were 
privileged to know him. 
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financial highlights Year Ended 

December 31 January 2 
1972 1972 


S16Z;629'505 


EXTRAORDINARY ITEMS $ 1,247,582 $ 1,504,587 
CONSOLIDATED NET INCOME FOR YEAR Syely 762,700 $ 1,538,348 
DIVIDENDS PAID p L,075;496 $ £075,496 

RATE PER CLASS “A” AND CLASS “B” SHARE $ .80 $ .80 
CONSOLIDATED RETAINED EARNINGS | 
RE-INVESTED IN BUSINESS TO DATE $ 15,881,638 $ 15,194,434 
SHAREHOLDERS’ EQUITY em2o)222,000 22,055,704 
SHARES OUTSTANDING 

CLASS “A” SIO Syos: 903,158 

CLASS “B” 441,212 441,212 
EQUITY PER CLASS “A” AND “B” SHARE $ rey, $ 16.76 
DEBENTURES OUTSTANDING $ 7,766,000 $ 8,000,500 
CONSOLIDATED FUNDS PROVIDED FROM OPERATIONS $ 4,801,805 $ 4,868,643 
CONSOLIDATED WORKING CAPITAL pees 92955) $ 3,274,310 


SILVERWOOD 


INDUSTRIES LIMITED 


(A Canadian owned company with 4,055 shareholders of which 3,986 or 
98.3% are resident in Canada and own 99.3% of the total issued stock) 


DIRECTORS (as at December 31, 1972) 


W. |. Barton* 


London, Ontario 


Peter V. V. Betts, Q.C.* 


Practice of Law — Partner of the firm of 
Robarts, Betts, McLennan & Flinn, Barristers 
London, Ontario 


G. M. Carlyle 
Calgary, Alberta 


E. F. Findlay* 


London, Ontario 


L. R. Gray* 


London, Ontario 


DF. Guy= 


President, Mac’s Milk Limited 
Toronto, Ontario 


N. E. Kaye 


Toronto, Ontario 


A. E. Lawrence, Sr. 


Director, 
DuMoulin, Moore & Duffield Limited 
London, Ontario 


A. E. Lawrence, Jr. 
London, Ontario 


R. G. Pardy* 


London, Ontario 


K. E. Perrin 


London, Ontario 


D. G. Silverwood* 
London, Ontario 


H. T. Spettigue* 


London, Ontario 


J. Allyn Taylor* 
Chairman of the Board, 
The Canada Trust Company and the 
Huron & Erie Mortgage Corporation 
London, Ontario 


D. H. Thain* 
Professor — School of Business Administration, 
University of Western Ontario 
London, Ontario 


Cal wulloeh 
President, 
Londonderry Distributors Limited 
London, Ontario 


David B. Weldon* 
Chairman of the Board and President, 
Midland-Osler Securities Limited 
Toronto, Ontario 


* Member of the Executive Committee 
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C.E.McArthur - - - - - 


Chairman of the Board 
President and 
Chief Executive Officer 


Senior Vice President 
Vice President - Finance 


Vice President - General Manager - 
Dairy Divisions 


Vice President 
Secretary-Treasurer 
Controller 

Assistant Treasurer 


Assistant Secretary 


Chairman’s Message to Our Shareholders 
London, Canada, March 22, 1973 


We submit this 7Oth Annual Report of the consolidated financial results of Silverwood Industries 
Limited and its subsidiary companies (as listed on the back page of the report) for the fiscal year 
ended December 31st, 1972, on behalf of the Board of Directors. 


The operating results for the 52-weeks ended December 3lst, 1972 reflect the very severe 
pressures on the Dairy Divisions of the company as mentioned to you in the Interim Reports pub- 
lished during this past year. There is however a definite indication in the third and fourth quarters of 
last year that the steps taken to surmount those pressures are bringing about a profit trend that is 
continuing to improve results in the current fiscal period. 


Consolidated Sales increased, according to plan, by $9,372,175 reflecting a 5.76% growth over 
the previous year. The greater part of the increase emanates from the convenience store division with 
dairy division sales remaining fairly static. Cool weather conditions generally across the country in 
1972 had a depressing effect on ice cream sales, while home service continued to decline fractionally. 


The extreme pressures on margins, brought about by increased labour and raw product costs, 
that could not be matched in adjusted selling prices created a marked decrease in our net income 
before taxes. This decrease has been partially counteracted by a reduced rate of corporate taxes re- 
quired to be paid, created not only by an adjustment in the corporate tax rate, but also the use of loss 
carry-forwards to some minor degree. You will also note that there is no minority interest stated in 
the period ended December 31st, 1972. Due to the fact that the company had purchased the remain- 
ing 20% interest of Mac’s Milk Limited on January 12th, 1972, the major portion of minority interest 
was deleted in that transaction and this figure is no longer stated. The net result of all these items is 
that our consolidated operating profit is down 17.08%. 


In our last Annual Report, we had already detailed the disposal of certain of our properties in 
1972 which were no longer required in the operation and these disposals are reflected in the extra- 
ordinary item gain of $515,118. The overall net result for the year is an increase over the previous 
year in the consolidated net income of $224,352 or 14.58%. 


1972 was a year of re-organization, re-evaluation and consolidation within the total operating 
structure. Both structural and personnel changes have, or are being made in the major operating 
divisions to better utilize the talents within the organization and, where necessary, to bolster the avail- 
able knowledge with personnel experienced in new marketing and distribution techniques. 


Many changes are taking place in the dairy products market and management has moved 
aggressively to adjust this segment of our business to exploit the opportunities. This changeover can- 
not be accomplished on a short-term basis in that it is a re-orientation of production and distribution 
facilities, marketing philosophies and programs. Reference has been made in our Interim Report to 
the re-evaluation studies being made. Steps are being taken to bring the dairy operations to the 
position the studies indicate is necessary. Mr. William Sagain came on staff in late 1972 as Vice Presi-: 
dent, General Manager — Dairy Divisions well-schooled in changing production and marketing phil- 
osophies and with long-term experience in the dairy industry. Additional staff in the production and 
marketing fields has also been obtained to augment our own staff in strengthening this division. 


The wholesale production and distribution facilities are going through a major changeover, 
including the building of a new dairy plant facility in Winnipeg. Ongoing studies are taking place in 
our other major Western markets, together with a re-assessment of our distribution patterns in the 
Ontario market-place. The butter production facility at Elmira was closed, as well as milk and ice 
cream distribution branches at Stratford, Ontario; Thompson, Manitoba and Cranbrook, British Colum- 
bia. The latter two operations were sold, involving a withdrawal of Silverwood from the respective 
markets. 


The home service division has moved aggressively with a marked degree of success in combating 
the rising costs of delivery on a per-stop basis. Customers have been encouraged to reduce the fre- 
quency of their deliveries in certain test markets in Ontario and Manitoba through the use of a 5- 
quart pouch-pak. While the concept is still in the development stage, the acceptance of the principle 
of large multiple deliveries has given new impetus to this distribution method. It is interesting to note 
that we have completely removed the quart container from home delivery in the Manitoba market 
with the approval of customers. 


The specialty ice cream stores under the ‘Baskin-Robbins’ name are developing with six stores 
being in operation at the present time in the Toronto area. Although the number of outlets in this 
program has not expanded as rapidly as anticipated, we are pleased with the results of those stores 
opened. We are anticipating a greatly improved sales year in 1973 for the whole ice cream division. 


The acquisition of the remaining minority interest in Mac’s Milk Limited and the re-organization 
of the management group of that company, has produced very concrete results in those operations. 
Early in 1972, Mr. Donald F. Guy was named President of that company transferring to the conven- 
ience store division after many years of management experience in the dairy division. R. S. Maich was 
subsequently made Vice President, General Manager, adding a dimension of marketing experience in 
that operation. The store expansion program has moved ahead quite aggressively and as mentioned to 
you in the Preliminary Annual Report, the company was operating 423 stores at December 31st, 1972 
as against 378 stores at January 2nd, 1972. In this division of our business, many changes in distri- 
bution and marketing concepts are also being made after the completion of extensive studies. Both 
profitability and store openings are up over the previous year and similar increases have been 
budgeted for the current year. 


Late in the year a further expansion of our convenience store operations was announced with 
the acquisition of the Manitoba Division of Mini-Mart Stores from Westfair Foods Limited. This was 
part of a planned program of expansion in Winnipeg, where the decision had been taken to replace 
our dairy plant facilities. The old plant had reached a stage where further alterations and upgrading 
of equipment were no longer economically practical for the increased efficiency obtained. The con- 
struction of the new plant is moving ahead and we expect to have it completely on-stream later this 
year. This step, of course, will release the present plant property and facilities in downtown Winnipeg 
for sale. 


The company has also moved aggressively into the Citrus Juice processing and distribution field, 
placing all of that segment of our business under Londonderry Distributors Limited, a wholly-owned 
subsidiary. Mr. C. L. Tulloch was named to the position of Vice President, Silverwood Industries Limited 
and President, Londonderry Distributors Limited, bringing his life-time of management experience in 
the dairy division to the Londonderry operation. While the 1972 period was the initial step in this 
field, there is every reason to believe that this will be a growing and profitable venture in future years. 


Announcement was also made of the promotion of Mr. H. T. Spettigue to the position of Senior 
Vice President, Silverwood Industries Limited in recognition of his outstanding contribution in the 
fields of production and product research for the company over a span of 48 years. His position as 
President of Silverwood Employee Holdings Limited with its growing responsibilities continues, to- 
gether with the full responsibility for the direction of our Research and Development staff and facilities. 


We regret to record the retirement from our Board of Directors at the last Annual Meeting of a 
former Chairman of our Board, Mr. J. H. Gillies. Harold had been a steadying influence on our 
deliberations over his many years of service to this company and his personal advice is still sought 
and valued. Mr. D. F. Guy and Mr. K. E. Perrin were appointed to the Board to replace Mr. Gillies and 
fill the vacancy created by the withdrawal of Mr. K. C. McGowen at the time of the sale of his interest 
in Mac’s Milk Limited. At the last Annual Meeting, Mr. D. G. Silverwood announced his decision not to 
stand for re-election to the position of President, Silverwood Industries Limited, for personal reasons. 
Don has, however, continued to be an able and constructive representative on the Board of Directors 
and keeps the Silverwood name and family traditions a very distinct part of our company profile. 


At this time | would like to mention the very deep loss that was occasioned by the death at 
the close of the year of the Honorary Chairman of the Board, E. Gordon Silverwood. He was a source 
of inspiration to everyone in the company from Ottawa to Victoria. This report has outlined for you 
Mr. Silverwood’s contribution to the company, but words are not adequate to express the personal 
loss of not only a valued business adviser, but also a very warm, considerate friend. The A. E. Silver- 
wood Foundation, created by Gordon’s father and the founder of our company, and administered by 
the Silverwood family under Gordon’s leadership until his death, continues to be a real source of pride 
to all in the Silverwood business and symbolic of the generous nature and personal interest of the 
Silverwood family towards the development of academic assistance for youth and medical research. 
During 1972, the Foundation extended University bursaries to thirty-eight students chosen from the 
families of Silverwood employees. In addition, four bursaries were provided for nurses taking post- 
graduate studies in nursing education or nursing science administration, together with specific grants 
to a number of organizations to assist in medical research or active treatment. 


We at Silverwoods feel that despite the difficulties encountered in making a major change in 
our methods of operation, significant results are being achieved and real enthusiasm engendered in- 
ternally. It is recognized that from a shareholder’s point of view, it has been a disappointing year. 
Yet, as already suggested, it was a year of re-organization. One can’t help but be impressed with the 
air of determination and confidence that now pervades the offices of the organization. 


Special tribute should be paid to our staff who have been involved in many major changes, 
both in the dairy divisions and the convenience store field. Their ability to cope with these changes 
in what is a major changeover in our operations, has been of the highest degree and to them we 
express a very sincere thank you. Our excellent association with our suppliers continues to be a 
major item in the ongoing efficient operation of our company. 


We are grateful for the support expressed on all sides and feel confident in anticipating a 


more satisfactory year in 1973. 


Chairman of the Board, 
President and 
Chief Executive Officer 


ten year comparative summary 


1972 — **Fifty-two weeks ended December 31, 1972 
1972 — *Fifty-two weeks ended January 2, 1972 
19/1 — Forty weeks ended January 3, 1971 


1964-70 — 


FISCAL PERIOD 


SALES 


CONSOLIDATED NET INCOME 
BEFORE EXTRAORDINARY ITEMS 


CONSOLIDATED NET INCOME 
FOR PERIOD 


CONSOLIDATED NET INCOME FOR 
EACH CLASS “A” AND “B” SHARE 
BEFORE EXTRAORDINARY ITEMS 


CONSOLIDATED NET INCOME FOR 
EACH CLASS “A” AND “B” SHARE 
FOR PERIOD 


DIVIDENDS 
PER CLASS “A” SHARE 
PER CLASS “B” SHARE 


PERCENTAGE OF CONSOLIDATED 
EARNINGS PAID IN DIVIDENDS 


CONSOLIDATED EARNINGS 
RE-INVESTED IN THE BUSINESS 


PERCENTAGE OF CONSOLIDATED 
EARNINGS RE-INVESTED IN 
THE BUSINESS 


CAPITAL INVESTED 
LONG TERM DEBT 
SHAREHOLDERS’ EQUITY 


TOTAL 


PERCENTAGE OF SHAREHOLDERS’ 
EQUITY TO TOTAL INVESTMENT 


SHAREHOLDERS’ EQUITY PER SHARE 


CONSOLIDATED WORKING CAPITAL 
DEC. 31/72; JAN?2/ 72; JAN; 3/71; 
MAR. 31/64-70 


** 


1972 


$ 93 
$ 1:31 
$ 1,075,496 
.80 

.80 

61.0% 

$ 687,204 
39.0% 

$ 12,684,757 
$23,222,959 
$230, 90777 12 
64.6% 


$43,929,331 


Each year is a 12 month period ended March 31 


* 


to72 1974 


$172,001,680 $162,629,505 $118,042,541 
$ 1,247,582 $ 1,504,587 $ 1,409,910 
$ 1,762,700 $ 1,538,348 $ 1,466,225 


as 


1.14 


$ 1,075,496 
.80 


.80 


806,622 
.60 
.60 


659,603 


462,852 


30.1% 45.0% 


$ 11,007,652 $ 10,670,617 


$22,535,701 $ 22,072,899 
$ 33,543,403 $ 32,743,516 


67.1% 67.4% 


$ L720 $ 16.76 $ 16.42 


$ 3,274,310 $ 3,355,441 


1970 


$144,678,89 


$ 1,883;22 


$ 2,261;5 


$ 1.4 


$ 1.€ 


$ 1,075,4$ 
E 
BS 


47.6 


$ 1,186,0C 


52.4! 


$ 10,696,84 


$ 21,413;2¢ 


$ 32,110,14 
66.7 


$ 15.$ 


$ 4,249,5; 


1969 


$125,956,843 
Si o2s;595 


$ 2,094,577 


$ 1.36 


$ 1.56 


$ 1,075,498 
.80 
.80 


51.3% 
ome t0 19,079 
48.7% 


a 9;0/7,792 
$ 20,227,287 


$ 29,905,079 


67.6% 


$ 15,05 


2, #3,103,19/ 


90,790,724 $ 61,956,835 $ 53,512,422 
15535,509 Sal o00 906 
1,559,984 


a ls 
os ee 


$ 1,583,590 


65.9% 63.8% 85.4% 93.1% 


13:12 $ £2:07 


1964 


$ 51,914,455 
$ 1,525,583 
$ 1,543,919 
$ LZ. 
$ 1.23 
$ 840,326 
672 

672 

54.4% 

$ 703,593 
45.6% 

$ 1,563,000 
$ 14,415,951 
$ 15,978,951 
90.2% 

$ il ey? 
$ 3,993,444 


consolidated balance sheet - December 31, 1972 


(with comparative amounts at January 2, 1972) 


SILVERWOOD INDUSTRIES LIMITED (Incorporated under the laws of Ontario) 
and its subsidiary companies 


assets 
December 31, 
1972 
Current: 
CSP ss cies Sas RR ae aA $ 2,389,061 
Short: tert GeDOSItS: -c.5.cco hee aaa ca oe taee sa eee cases cee eee 500,000 
Marketable securities — at cost (approximate market value 
December 31, 1972 — $787,000; January 2, 1972 — $822,000) .......... 913,875 
Trade accounts and other receivables (less allowance for doubtful accounts 
— December 31, 1972 — $796,525; January 2, 1972 — $510,744) ...... 8,984,251 
Inventories — at the lower of cost or net realizable value (see note 3) ........ 10,134,484 
Prepaid: OxMEMSeOS: Joc dsrcoiakrec ey detect eas ptate tose eee eRe 769,540 
23,0917211 
Fixed — (see note 4) : 
Land, buildings, equipment and leasehold improvements — at cost ............ 58,406,201 
Less accumulated depreciation and amortization ..........0...0..00..cccccecceceeee 29,764,059 
28,642,142 
Sundry: 
Deferred expenses:and: other:assets 2... .-v0 1d 945,426 
Goodwill and route lists — at cost (see note 5) ..............ccceceeceeeeeccesecseneseuees 6,028,605 
Expenses in connection with debentures issued, less amortization ................ 299,708 
7;213,739 


On behalf of the Board 


Me ee ae 


$59,607,092 


January 2, 
1972 


$ 1,107,878 


923,875 


8,376,169 
9/5/6543 
909,762 


20,899 1997 


56,978,592 


28,127,839 
28,850,753 


1,120,475 
4,016,474 
320,703 


5,457,652 


$55,207,602 


(See accompanying notes 


liabilities 


Current: 


Employees’ tax deductions and realty taxes payable .......0....00..oo cece eeeee eee 
Wee SNR LE Se Co ay 6) FEY an Bas cto een Tey aa) sr Oe A SS 


Principal instalments on debentures and other deferred liabilities 
CIC VLUITUROMG SV Calin, att tamis Ro eee smn se at eta eam ar, cr ik «dtr du pieudhesorsumids 


Debentures payable and other deferred liabilities (see notes 6 and 7) ......... 
BPG TEMPO CITI COMIC. CAXCS hori te ds ta og ee He ate spect eapne Seo 


Minority interest in subsidiary companies (see note 1) ..........0... ee. 


Shareholders’ equity: 


Capital — 

Class “A” shares without par value entitled to cumulative, preferential 
dividends of 60¢ per share per annum, payable quarterly, and after 
the Class “B” shares have received 60¢ per share in any one year to 
further participation rateably with Class “B” shares; entitled in liquid- 
ation to a priority of $15 per share — 


Class “B” shares without par value — 


Class “A” Class ‘“‘B” 
PUN ORIZOG) ease co: sateen ecw aces 1,000,000 shares 500,000 shares 
ISGUIGC ormeea teeter ee ee 0 903,158 shares 441,212 shares 


Consolidated retained earnings (see note 7) 0.0.0... 


lidated financial statements) 


December 31, 
1972 


$ 2,841,970 
3,570,045 
1052355733 
856,645 
564,942 
268,768 


1,423,777 
19,761,880 


12,684,757 
3,937,500 


7,341,317 


15,881,638 
ea e22,J09 


$59,607,092 


January 2, 
1972 


$ 3,683,281 
3,590,500 
8,363,791 

796,546 
506,133 
268,768 


451,068 
17,624,887 


11,007,652 
3,852,250 
187,062 


7,341,317 


15,194,434 
22,090,708 


$55,207,602 
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consolidated statement of income 


Year ended December 31, 1972 (with comparative amounts for the year ended January 2, 1972) 
SILVERWOOD INDUSTRIES LIMITED and its subsidiary companies 


December 31, January 2, 
1972 1972 
Sa leS We rnc oeesccsrise Sac Sa Lone oe pI ee eee coe ae $172,001,680 $162,629,505 
Less: 
Cost of materials:and: production: expenses 2 ee 124,239,271 118,153;589 
Selling, administrative and general Expenses ...........0..... cece cece e cee teeee ee eeees 40,911,071 36,937,119 
Depreciationand amortization 3.2 eo ore 3,430,378 3,196,995 
Interest (including interest on short term debt — 
December 31, 1972 — $174,972; January 2, 1972 — $241,942) ...... 1,110,978 981,555 
169,691,698 159,269,268 
Income: before: taxes On iInCOnMMe. Gc ee eee 2,309,982 3,500) 257 
Taxes on income: 
OL] 6 g:\ | aaenene mie RRO APL del ame es MR My AAR et, aan t ahd vbouen ovounannagube 951,650 1,686,400 
Deferred «csc cl oes sc ccsshav es coe reaps oss OT 110,750 133,308 
1,062,400 1,819,700 
Consolidated net income before minority interest and extraordinary items.... 12472532 1,540,537 
Minority interest in income of subsidiary companies (net) (see note 1)........ 35,950 
Consolidated net income before extraordinary iteMS ..................ccecceeeee tenes T247,582 1,504,587 


Extraordinary: itemss(See note-S) ice eee eee Sis Cis 61 


Consolidated net — year (Seesmnote® 2)! tees. ice ene en rein ee ( $ %1,762:700 ; 


Earnings per Class ‘‘A” and “B” shares: 


$ 1,538,348 


Consolidated net income before extraordinary iteMS ........0...c.cccccceeeeeeeeees 93 $1.12 


Consolidated met income for yeat eet eens eee S13) $1.14 


(See accompanying notes to the consolidated financial statements) 


consolidated statement of retained earnings 


Year ended December 31, 1972 (with comparative amounts for the year ended January 2, 1972) 
SILVERWOOD INDUSTRIES LIMITED and its subsidiary companies 


December 31, 
1972 


Balance, beginning of year $15,194,434 
Add consolidated net income for year (see note 2) 1,762,700 


16,957,134 


Deduct: 


Dividends declared (80¢ per share) — 
Class “A” P22;520 


Class “B” 302,910 
1,075,496 


Balance, end of year $15,881,638 


(See accompanying notes to the consolidated financial statements) 


January 2, 
1972 


$14,731,582 


1,538,348 


16,269,930 


722,920 
So2070 


1,075,496 


$15,194,434 


consolidated statement of source and application of funds 


Year ended December 31, 1972 (with comparative amounts for the year ended January 2, 1972) 
SILVERWOOD INDUSTRIES LIMITED and its subsidiary companies 


December 31, January 2, 
19721972 
Source of funds: 
Operations — 
Consisting of: 
Consolidated net Income: for year 4-2-5. eee ee $1,762,700 $1,538,348 
Add: 
Depreciation-andi amortization a...) 120) ee 3,430,378 _ 3,196,995 
Deferred income taxes: <ciacuseocetouen sg see eee 85,250 133,300 
Gain on:sale of land, buildings andistores.... eee (476,523) 
4,801,805 4,868,643 
Proceeds from receipt of term notes payable to bankers and 
mortgages: payable” is... aeoks eee eee erste oe ee 3,391,000 900,000 
Proceeds on disposal! of fixed’ assets and’ store )......2u eee 1,029,326 183,704 
Decrease: imesundry assets (Met): ou. cess oc ee 160,974 
9,383,105 5,952,347 
Application of funds: 
Additions to the companies’ plant and equipment ...........0....cccceeceeeeeceeeeeeeeees 355,070 4,209,013 
Dividends*to ‘shareholders’ .4..u.255-05. eee 1,075,496 1,075,496 
Provision for retirement of debentures and reduction of other 
deferred ‘liabilities (net)s 5 cccudn ees ee eee ee ee 1,739,286 562,965 
Increase inesundry assets: (net) ieee eer oe 186,004 
Acquisition of balance of minority interest in certain subsidiaries ................ ZL SO27 
8,728,084 _ 6,033,478 
Increase (decrease) in consolidated working capital ......0...00...000...cccccc cece. 655,021 (81,13) 
Consolidated working capital, beginning of year .............000.ccccceeeeeseeeeeeeeees 3274310 3,355,441 
Consolidated working capitaljcendtot: year seers sent ee $3,929,331 $3,274,310 


(See accompanying notes to the consolidated financial statements) 


notes to the consolidated financial statements 2:ccember 31, 1972 
SILVERWOOD INDUSTRIES LIMITED and its subsidiary companies 


1. Acquisition of subsidiaries 


During the year the company acquired the balance of the shares outstanding in two of its subsidiary com- 
panies, Mac’s Milk Limited and Londonderry Distributors Limited. The company previously held an 80% and 
90% interest respectively in these companies. The remaining minority interests are not material in nature and 
accordingly have not been shown separately on the attached consolidated financial statements. 


2. Principles of consolidation 


The accompanying consolidated financial statements include the accounts of all subsidiary companies in 
which Silverwood Industries Limited or its subsidiaries owned an equity interest in excess of 50% at the respec- 
tive fiscal year ends with appropriate provision for minority interest. The operating results of all subsidiaries 


acquired are included only from the date of acquisition. 


The convenience store operations accounted for gross sales of $72,676,800 for the year ended December 


31, 1972 ($63,454,058 for the year ended January 2, 1972). 


3. Inventories 


This consists of: 
Convenience stores retail inventory 
Dairy division products 


Supplies 


December 31, 
1972 


$ 4,206,759 
2,298,664 


3,629;061 


$10,134,484 


January 2, 
TO7Z 


$3,416,837 
2,631,453 


S,O2o;220 


Sh SES hoa i) 
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notes to the consolidated financial statements continued 


4. Fixed assets 


This consists of: 


Te TINC Nitrate ats preter Sohne nee ee ary ee ety 


Buildings 


Machinery and equipment ......................... 
Merchandising equipment ..............0...00...... 
Delivery 2equipiment=iem ocak ne cee ee 


Leasehold improvements 


Estimated 
useful life 


20-50 years 
10 years 

12 years 

7 years 


Retitea term of lease 


Less accumulated depreciation and amortization .................... 


5. Goodwill and route lists 


December 31, 
1972 


$ 2,200,323 


12,267,417 
17,137,969 
14,245,617 
10297715 


25207 


58,406,201 


29,764,059 
$28,642,142 


January 2, 
1972 


$ 2,270,768 


12,284,543 
16,636,063 
13,434,905 


“10,285,629 
2,066,683 


56,978,082 
28,127 639 


$28,850,753 


This represents the excess of purchase price of shares of subsidiaries over net book value of the under- 
lying assets acquired and the cost of route lists. The increase in the investment in Mac’s Milk Limited accounted 
for $1,979,908 of the total increase in goodwill and route lists for the year of $2,012,131. 


6. Debentures payable and other deferred liabilities 


7¥%4% sinking fund debentures Series A, due July 5, 1986 
(sinking fund payment of $400,000 per annum) ............00.0.0...0 eee. 


Term notes payable to bankers (note) ............. 
Nolesu payable tie, aai ere ner a eee 
Morigages: payable’ Axe sures eee ae 
ONC ia. G oP cn ete tn ote ee 


Less portion due within one year included in current liabilities 


(net of debentures redeemed in advance) 


December 31, 
1972 


$ 7,766,000 
4,887,861 
Soe Aces: 
908,944 
164,576 


14,108,534 


1,423,777 
$12,684,757 


January 2, 
1O72Z 


$ 8,000,500 
18892735 
162,471 
1,253,889 
152,629 


11,458,720 


451,068 


$11,007,652 


Note: A term note of a subsidiary company in the amount of $1,387,861 is secured by a floating charge de- 


benture on the assets of that subsidiary. 


Maturities and sinking fund requirements during the next five years are as follows: 


Year Ended Amount 
December 30, 1973 — $1423.57 77 
December 29, 1974 — $3,370,496 (including term notes payable to bankers of $2,518,201) 
December 28, 1975 — $1,246,275 
December 27, 1976 — $1,091,534 
January 3, 1978 — $615,057 


7. Restrictions on payment of dividends 


Under the provisions of the Trust Indenture securing the 74% sinking fund debentures, the company 
cannot declare or pay any dividends (other than stock dividends and dividends at the rate of 60¢ per share 
per annum on the outstanding Class ‘‘A’”’ shares of the company) when: 


(a) consolidated net current assets (as therein defined) of the company and its designated subsidiaries 
are less than, or would thereby be reduced to less than $2,500,000, and 


(b) the consolidated retained earnings of the company and its designated subsidiaries will be less than 
the lesser of 75% of the principal amount of all funded obligations of the company and its designated 
subsidiaries or $7,500,000. 


8. Extraordinary items 


Extraordinary gains, including applicable income taxes of $25,500 for the year ended December 31, 1972, 
consist of: 


January 2, 


1972 


Saleeomancapiiicingsrand <Storere wom eee ae een cise acne team fue $502,023 
REGETIPUIONIE OTROS DCN TUTES moe sane reer eeed iy conc mrmet ae uh he Saree gates-c $33,761 


$33,761 
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notes to the consolidated financial statements continued 


9. Lease agreements and commitments 


Silverwood Industries Limited and its subsidiary. companies have entered into agreements to lease equip- 
ment and properties for various periods up to 1992 at total maximum aggregate net rentals of approximately 
$24,500,000. The maximum net rentals which will be charged to consolidated operations in the ordinary course 
of business during the next five years will amount to approximately $3,000,000 per annum. 


As at December 31, 1972 actuarial estimates of the companies’ liability in respect of past service pension 
benefits not provided for in the attached consolidated financial statements amounted to approximately $211,500 
(January 2, 1972 — approximately $235,000). It is the intention of the companies to provide for and pay this 
liability in equal annual instalments over the next sixteen fiscal years. 


10. Remuneration of directors and senior officers 
Aggregate direct remuneration paid or payable by the company and its subsidiaries to directors, who act 
only in that capacity, and senior officers, some of whom act as directors of the company but do not receive 
additional remuneration as such, amounted to: 
December 31, January 2, 


1972 1972 
DIF CTOMS® caceidocccencaeecsciac a cobadae ce eeth steely Ae ee Oe ee eo $ 23,400 $ 20,706 
Senior Oth COPS: cacizaeey aise eae eee se 367,234 391,935 


$390,634 $412,641 


auditors’ report 


To the Shareholders of 
Silverwood Industries Limited: 


We have examined the consolidated balance sheet of Silverwood Industries Limited and its subsidiary com- 
panies as at December 31, 1972 and the consolidated statements of income, retained earnings and source and 
application of funds for the year ended on that date. Our examination included a general review of the account- 
ing procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the companies 
as at December 31, 1972, the results of their operations and the source and application of their funds for the 
year ended on that date, in accordance with generally accepted accounting principles applied on a basis con- 
sistent with that of the preceding year. 


London, Canada. CLARKSON, GORDON & CO. 
February 14, 1973. Chartered Accountants. 


17 


18 


SILVERWOOD INDUSTRIES LIMITED 


Head Office 
75 Bathurst Street, London, Ontario N6B 1N8 


Mailing Address 
P.O. Box 2185, London, Ontario N6A 4E5 


Transfer Agents 


The Canada Trust Company — Toronto - Calgary - Vancouver 


Auditors 


Clarkson, Gordon & Co., Chartered Accountants 


Operating Companies 


Citrus Juice Division 


Londonderry Distributors Limited —— Toronto, Ontario 


Convenience Store Division 


Mac’s Milk Limited —— Head Office, Toronto, Ontario 


Dairy Divisions 
Silverwood Industries Limited — Dairy Division — Head Office, London, Ontario 
Canmore Dairy Ltd. — Canmore, Alberta 
Milum Dominion Dairy Limited — Golden, B.C. 


Valley Milk Ltd. — Invermere, B.C. 


Leasing Division 


Kayesil Limited — Head Office, London, Ontario 


MADE FROM 


FAITEO'E 


MAC’S 


BEEF BURGERS | 


| 
\ 
J) 


SILVERWOOD INDUSTRIES LIMITED 
69th Annual Report, FIFTY-TWO WEEKS Ended January 2, 1972 


contents 
PAGE 
RC TOMI Dt Sameera act Ac ee eta eee mee Gade lca 3 Let Rnd Bok yd a Mga cme a Ass 1 
DITECLOlSMAMGMOTIICOUS we fe) Ere ek ent POS 1 cre: aed |, enna an ete RON hh ae coal anlowes ZZ 
SPAT San Ihe SOc wwe Meee te MRM Oc y, PTS cat Pe ee ake wee Aen ES Ra aug ees guy Phi 3-4-5 
enmyeamc Om pararlver SUNIMaLyieee: a cudhoe bencin xu ce 6 ee o ook Be aaah eee ee eee 6-7 
Consolidatedmoalancemshee thes) arcs y ees Fc su o's cacc. 5 a Sie LISI eS ee ae ee ieee 8-9 
ConsOlGateagastaremmenit Or WOCOME? seh nom: Sd cd cane a nteeee Ok am pO Beeb ale8 10 
Consolidatedestatementaoh retainedmecaniineS waves ee en anni nee eugene, ial 
Consolidated statement of source and application of funds ......................... 12 
Notes to the consolidated financial statements and auditors’ report ................... 13-14-15 
SOMO y MeL Olt Gl ON MEER Oe en ANC Stee 4 Ora RS SS La de nt AE aes SREP LY OES 16 
. : . . *52 Weeks Ended January 2, 1972 
financial highlights **AQ Weeks Ended January 3, 1971 
1972 1971 
SALES $162,629,505 $118,042,541 
CONSOLIDATED NET INCOME BEFORE 
EXTRAORDINARY ITEMS $ 1,504,587 $ 1,409,910 
CONSOLIDATED NET INCOME FOR PERIOD $ ~~ 15538,348 Gal 4Oo.;22 0 
DIVIDENDS PAID $ 1,075,496 $ 806,622 
RATE PER CLASS ‘A’ AND CLASS “B” SHARE $ .80 $ .60 
CONSOLIDATED RETAINED EARNINGS 
RE-INVESTED IN BUSINESS TO DATE $ 15,194,434 Sola / Si, D82 
SHAREHOLDERS’ EQUITY SEZ 550.701 $ 22,072,899 
SHARES OUTSTANDING 
CLASS “A” 903,158 903,158 
CEASS sb. 441,212 441,212 
EQUITY PER CLASS “A” AND “B” SHARE 16.76 $ 16.42 


DEBENTURES OUTSTANDING 8,000,500 $ 8,391,000 


CONSOLIDATED FUNDS PROVIDED FROM OPERATIONS 4,868,643 $ 3,864,945 


aad || Meer fil sez) || ce 


CONSOLIDATED WORKING CAPITAL 3,274,310 $ 3,355,441 
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Chairman’s Message to Our Shareholders 


London, Canada, March 24, 1972 


ERIC F. FINDLAY 
Chairman of the Board, 
Chief Executive Officer 


On behalf of the Board of Directors, we are pleased to submit this 69th Annual Report of the consoli- 
dated results of Silverwood Industries Limited and its subsidiary companies for the fiscal year ended 
January 2nd, 1972. 


Due to the changes made in the company’s fiscal period in 1970, a supplementary summary of 
operating results is included hereunder. This will allow you to make a logical comparison of the 
audited results for the fifty-two weeks ended January 2nd, 1972 with the unaudited figures for the 
fifty-two weeks ended January 3rd, 1971. 


52 Weeks 52 Weeks Percentage 
Ended Ended Increase 
Jan. 2/72 Jan. 3/71 or 
(Audited) (Unaudited) (Decrease) 
SEIS ccd ype Boe rere eee eo, MIR ge PO 7 OR oe $162,629,505 $150,356,921 8.2% 
Less: 

Cost of materials and production expenses ............ 116,153,599 107,233,948 10.2% 

Selling, administrative & general expenses ............ 36,937,119 36,097,175 2.3% 

Bepreciationyécamortization...g.c- ree ee 3,196,995 2,969,457 7.7% 

LTERGS Laecrey aeration ee eat eee gay ame 981,555 903,856 8.6% 

159,269,268 147,204,436 8.2% 
Income: before taxeS ON INCOME. ..c..c fcr cnceescnwes cece neces 3,500,237 Silo2 485 6.6% 
Taxes on income: 
UGE IR Ne ins kc naan ct emo home Rin Re od eae 1,686,400 1,486,559 13.4% 
DS TORO Camere Re era en eet Oa tee ee ara 133,300 108,700 22.6% 
1,819,700 155955209 14.1% 
Consolidated net income before minority interest 
ANG eXtraoraimarve (LEMS grow sacs ponents etc ono 15540537, 15557-2206 (1.1)% 
Minority interest in income of subsidiary companies 
(GAY Se A a SE SY er ee re SE ee EE 35,900 63,592), (43.3)% 
Consolidated net income before extraordinary items .... 1,504,587 1,493,834 7% 
Add extraordinary items: 

Gain on redemption of debentures ........................ 33,70! 56,315 (40.0)% 
Consolidated net income for period .................::6ee 1,538,348 SP OD0 49 (.8)% 
Earnings per Class ‘“‘A’”’ and ‘‘B” shares: 

Consolidated net income before extraordinary items $1.12 Sit 

Consolidated net income for period ........................ $1.14 SAS 


The fifty-two weeks ended January 3rd, 1971 (unaudited) have been prepared by totalling 
the audited forty weeks ended January 3rd, 1971 with the unaudited operating results for the three 
months January to March inclusive, 1970. The operating results for January to March inclusive, 1970, 
are taken from the twelve months audited figures ended March 31st, 1970 adjusted to include 25% 
of the write-back of excess provisions set up under an expense accrual system for the year ended 
March 31st, 1970. 


Consolidated net sales continued their climb to new heights reflecting an increase of $12,272,584 
or 8.2% over the previous year, the major part of this increase emanating from the continued expan- 
sion in convenience store sales. 


Consolidated net income after taxes, minority interest and including extraordinary items was 
basically unchanged as noted in our comparisons with the unaudited figures for the period ended 
January 3rd, 1971. These results reflect the extremely heavy competitive pressure being placed on 
margins in both dairy and food operations. 


There is a continuing emphasis being placed on the need for greater efficiencies and increased 
productivity in all phases of the dairy operations and convenience stores. Consolidation of our 
processing and distribution systems is continuing on a carefully planned basis. Three fluid milk 
processing operations have been discontinued in 1971 at Red Deer, Alberta, Hamilton and St. 
Thomas, Ontario. The plants at Red Deer and Hamilton have been converted to distribution depots 
with milk supplied from Calgary and Toronto respectively. The St. Thomas plant was closed with the 
sales area being supplied from our London plant. As well, a distribution depot at Blenheim, Ontario 
has been closed with this sales area now being serviced from our Chatham branch. 


A great deal of attention is being focused on the development of a program to restore depressed 
dairy and food margins and correspondingly continue to build a healthy and expanding company. 
Home Service fluid milk operations are testing a type of large home delivery package in selected 
areas, coupled with a more efficient distribution pattern. An overall improvement of home service 
sales and profits was the result of the introduction of many new products through the latter part of 
1970 and 1971, such as dairy puddings, bread, bakery products, soft drinks, all-purpose cleaner, 
detergent and items of a seasonal nature including packaged cheese, candies, Christmas cake, hot 
cross buns and Hallowe’en candy handouts. In the Wholesale dairy operations, a planned program of 
increased deliveries per stop in order to handle maximum volume per delivery unit is well underway. 


In the Ice Cream field, attention is being re-focused on the higher margined premium ice cream 
lines. The initial two specialty ice cream stores under the “Baskin-Robbins” name have been opened 
in Toronto, Ontario with very favourable start-up acceptance by the public. Additional locations have 
been and will continue to be acquired in order to expand this area of your company’s business. 


You were advised in our Preliminary Year End Report published March 2nd, 1972 that the 
remaining minority interest in our convenience store business, Mac’s Milk Limited, was acquired in 
January of this year. The purchase price of $2,150,000 paid for this interest reflects your Board of 
Directors’ confidence in the earning capacities of our convenience stores. We are confident that the 
consolidation and revamping of administrative procedures, in that operation, will increase the profits 
generated from that segment of our business. 


A well-planned program of expansion in the convenience stores is being continued with the 
ultimate objective of complete coverage in the major population centres in which your company 
Operates. The convenience store business was operating 378 outlets at January 2nd, 1972 (of which 
303 are located in Ontario, 22 in Manitoba, 16 in Alberta, 36 in British Columbia and 1 in the city of 
Hull, Quebec), as compared to 314 outlets at January 3rd, 1971. A portion of the expansion in Ontario 
was Created by the purchase of the Little ‘“Z’ stores in the Kitchener-Waterloo area, 17 in number, 
effective June 28th, 1971. During the year, the company opened stores in two new markets, Sud- 
bury, Ontario and Edmonton, Alberta. Included in the total are 141 franchise stores, an increase of 
65 over the previous year-end. The increase in the future commitments for leased equipment and 
properties of $9,900,000 as reported to you in the financial statements, reflects the very aggressive 
approach to this expansion. Our convenience store business is developing into a major segment of 
our consolidated operations. 


Planned leasing and finance requirements for the expanding business, both dairy and conven- 
ience stores, is being handled successfully through our wholly owned subsidiary Kayesil Limited. 


The surplus real estate property in Vancouver, created by the sale of our home service business 
in that city, was disposed of in February of this year on a very favourable basis for $522,000. Surplus 
property created by the consolidation of operations at Caledonia, Cargill and Woodstock has also been 
disposed of at prices in excess of current book values. 


It is appropriate that mention should be made of the change that took place in the position of 
Chairman of the Board and Chief Executive Officer on October 31st, 1971. The resignation of Mr. N. 
E. Kaye from that position after some thirty years of service with the company was received with regret, 
yet no one could deny him the opportunity which was his and which he so richly deserved. We wish him 
every success in his future endeavours. 


Mention also should be made of the continued benefits created by the A. E. Silverwood Foundation 
in the field of academic assistance and medical research. These are a source of real pride to all who 
are part of the Silverwood business. During 1971, bursaries were extended to forty students taking 
University courses and to four nurses taking post-graduate studies in nursing education or nursing 
science administration. In addition, the A. E. Silverwood Foundation made contributions to a number 
of organizations to assist in medical research or active treatment. 


In closing we would like to say a special word of thanks to our customers for their continued 
loyal support; the management and staff for the spirit of cooperation in which they carry out their 
duties; and to our suppliers for their abilities to meet unique problems that develop in meeting pro- 
duction deadlines. To our shareholders, the cooperative attitude apparent in your contact with our 
staff, management, and directors is sincerely appreciated. 


Silverwood Industries Limited being a business engaged primarily in the processing, distribution 
and retailing of consumer goods, is keenly aware of the necessity of finding a balance between the 
financial pressures being brought to bear on our consumers through the increased cost of goods neces- 
sary to their comfort, the unrelenting increase in cost of our raw materials and labour, and the fair 
and legitimate concern of our shareholders for a reasonable return on their investment. 


The main thrust of our endeavours in 1972 will be to satisfy the needs of our customers in all our 
business areas, to provide a climate for our employees which allows them to fulfill their hopes and 
aspirations and to improve the intrinsic value of our stock for the benefit of our shareholders. 


the A Goth 


Chairman of the Board, 
Chief Executive Officer 


ten year comparative summary 


1972 — Fifty-two weeks ended January 2, 1972 
1971 — Forty weeks ended January 3, 1971 
1963-70 — Each year is a 12 month period ended March 31 


FISCAL PERIOD 


SALES 


CONSOLIDATED NET INCOME 


$162,629,505 $118,042,541 $144,678,893 


1969 


$125,956,843 


Baba at yea ame A gS $ 1,504,587 $ 1,409,910 $ 1,885,299 $ 1,823,393 
CONSOLIDATED NET INCOME 
Aaa $ 1,538,348 $ 1,466,225 $ 2,261,507 $ 2,094,577 
CONSOLIDATED NET INCOME FOR 
EACH CLASS “A” AND “B” SHARE $ 1,36 
BEFORE EXTRAORDINARY ITEMS 
CONSOLIDATED NET INCOME FOR 
EACH CLASS “A” AND “B” SHARE 1.14 $ 1.56 
FOR PERIOD 
DIVIDENDS $ 1,075,496 806,622 $ 1,075,498 $ 1,075,498 
PER CLASS “A” SHARE 80 60 80 80 
PER CLASS “B” SHARE 80 60 80 80 
PERCENTAGE OF CONSOLIDATED 
EARNINGS PAID IN DIVIDENDS 69.9% 55.0% 51.3% 
CONSOLIDATED EARNINGS 
PERCENTAGE OF CONSOLIDATED 
EARNINGS RE-INVESTED IN 30.1% 45.0% 52.4% 48.7% 
THE BUSINESS 
CAPITAL INVESTED 
LONG TERM DEBT $ 11,007,652 $ 10,670,617 $ 10,696,847 $ 9,677,792 
SHAREHOLDERS’ EQUITY $ 22,535,751 $ 22,072,899 $ 21,413,296 $ 20,227,287 
TOTAL $ 33,543,403 $ 32,743,516 $ 32,110,143 $ 29,905,079 
PERCENTAGE OF SHAREHOLDERS’ : F ; : 
EQUITY TO TOTAL INVESTMENT 67.1% 67.4% 66.7% 67.6% 
SHAREHOLDERS’ EQUITY PER SHARE 1e76 16.42 15.93 $ 15.05 
CONSOLIDATED APITAL 
Oks? NO RING CCE $ 3,274,310 $ 3,355,441 $ 4,249,573 $ 


JAN. 2/72; JAN. 3/71; MAR. 31/63-70 


3, 103/138 


1968 1963 
| $ 99,805,847 $ 90,790,724 $ 61,956,835 $ 53,512,422 $ 51,914,455 $ 48,017,229 
ae 2,097,382 $ 1,667,497 $1,935,809 $1,090,958 S$) 525,583 $ 1,342,021 


$ 2,023,326 $01,730,052 $ 1,559,984 $4,583,590 $ 1,543,919 $ 1,400,910 


$ 1.26 $ 1.24 $ 1.16 $ 1223 $ 1.22 $ 1.09 
$ 1.51 ; 1.18 1.25 $ 1-23 $ 1.14 
$ 1,075,495 $ 1,070,570 991,413 882,228 $ 840,326 $ 735,464 
80 80 77¥2 70 672 60 

80 80 77¥2 70 67% 60 

53.2% 61.8% 63.3% 55.7% 54.4% 52.5% 
Se 947,831 660,482 568,571 701,362 703,593 $ 665,446 
46.8% 38.2% 36.7% 44.3% 45.6% 47.5% 

$ 9,923,198 $ 10,345,957 $ 2,950,796 $ 1,124,500 $ 1,563,000 $ 1,839,500 
$ 19,165,244 $ 18,227,609 $ 17,320,583 $ 15,254,797 $ 14,415,951 $ 13,473,744 
$ 29,088,442 $ 28,573,566 $ 20,271,379 $ 16,379,297 $ 15,978,951 $ 15,313,244 
65.9% 63.8% 85.4% 93.1% 90.2% 88% 

$ 14.26 13.56 13.12 12.07 11.52 $ 10.94 
$ 7,683,550 $ 7,700,429 $ 2,509,365 $ 4,880,322 $ 3,993,444 $ 3,963,821 


consolidated balance sheet - January 2, 1972 


(with comparative amounts at January 3, 1971) 


SILVERWOOD INDUSTRIES LIMITED (Incorporated under the laws of Ontario) 
and its subsidiary companies 


assets 
January 2, 
MS 
Current: 
CST es ie ean hescss cect Re ee Oo pA R  e Gur 107-8738 
Marketable securities — at cost (approximate market value 
1972,—'$822,000;197 Kh ——.$7 90;000)) sa ee ee 925,075 
Trade accounts and other receivables (less allowance for doubtful 
accounts —. 1972 — $510,744" 1971, —= $647.57 7) ee 8,376,169 
Inventories — at the lower of cost or net realizable value (see note 2) ............ 9,576,513 
Prepaid  @xP@NSOS* cscs sie koncert une bets se caee se Pee ee ee a 909,762 
20,899,197 
Fixed — (see note 3): 
Land, buildings, equipment and leasehold improvements — at cost .............. 56,978,592 
Less accumulated depreciation and amortization ................... eT ee 28,127,839 
28,850,753 
Sundry: 
Deferred expenses and other assets: | -ajac yee IV12Z05475 
Goodwill and route lists — at cost (see note 7) .........0.c tice ee 4,016,474 
Expenses in connection with debentures issued, less amortization ................ 3205/03 
5,457,652 


On behalf of the Board 


Director 


Te, 


Director 


$55,207,602 


January 3, 
1971 


567,871 


943,875 


6,2 bse 
8,756,902 
818,316 


19,298,724 


54,074,336 


26,072,602 
28,001,444 


1,174,549 
3,740,446 
341,698 


D2 00,093 


$52,556,866 


(See accompanying notes to 1 


Current: 
BC RCOMD CIOS ae mmr epee eet Nee col Mota hay eee bain ake 
Accounts payable — milk and cream producers 22.00.00... ceecccccceccceceeeeceeeeeees 
Siiiemaccounts payable-and accrued Charges. 15.0 ...c.c.csereaessgevassocetseeeseseuaeees 
) BPO MIC RAXCS HOS Via DIC ee ara scs, 4s paouls Ue a cswiaaee nl fteaiae taeda aoe anaes 
Employees’ tax deductions and realty taxes payable 2.0.0.0 cece 
PrecmaceoayADIG JaMUAIVes.. OF 2... ek ach mineacimes sy cargaubet ARS esse eo eros 


Principal instalments on debentures and other deferred liabilities 
OEE’. COGENT GREE SATE 0 AG oe eee eel a Ne PTE Nid oe oy at ny ee re 


Debentures payable and other deferred liabilities (see notes 4 and 5) ....... 
MPOTEIROURINCOIME TtAXCS cette nes in oe eee ma A aaa 


Minority interest in subsidiary companies |... tee 


Shareholders’ equity: 


Capital — 

Class “A” shares without par value entitled to cumulative, preferential 
dividends of 60¢ per share per annum, payable quarterly, and after 
the Class “‘B’” shares have received 60¢ per share in any one year to 
further participation rateably with Class “B” shares; entitled in liquida- 
tion to a priority of $15 per share — 


Class “B” shares without par value — 


Class “A” Class “B” 
AUT ONIZ CCl ee erty er seen eon a 1,000,000 shs. 500,000 shs. 
ISSUCChueeen ete ee ey eae, 903,158 shs. 441,212 shs. 


Consolidated retained earnings (see note 5) 


nsolidated financial statements) 


January 2, 
1972 


Gr sies ye) 
S05 00 
$,506;791 

796,546 
506,133 
268,768 


451,068 


17,624,887 
TOO 7652 
3,002,250 


187,062 


Ya oly. 


15,194,434 
22,5501 OL 


$55,207,602 


January 3, 
1971 


$93,294,753 


3,588,586 
7,867,186 
387,889 
silos} 


290,941 


15,943,288 
10,670,617 
877 18,950 
LoL LZ 


7,341,317 


14,731,582 
22,072,899 


$52,556,866 
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consolidated statement of income 


Fifty-two weeks ended January 2, 1972 (with comparative amounts for the forty weeks ended January 3, 1971) 


SILVERWOOD INDUSTRIES LIMITED and its subsidiary companies 


January 2, 
1972 
es] (2 a er SI eR AN we A a MI, BEAR, can inicjon do SUD $162,629,505 
Less: 

Cost-of materials: and) productionfexpenses..3.....5.5-e eee 1151535599 

Selling, administrative and general expenses ...........0....-::ccecceesceveeereeeeesteee 36,937,119 

Depreciation, and samonrtization’ 2:5... ee ee 3,196,995 

Interest (including interest on short term debt — 

1972)" $ 241), 942-2197 54 S94 eee eee 981-555 

159,269,268 

Income before taxes: on Income <2. ee ee SS 00l237, 

Taxes on income: 

CUIKEAE “cee eeee eecs c  aencr 1,686,400 

De TORO yc. sscseccdd RR pies als LIRR eBee nel ahr nc bee ing ere 133,300 

1,819,700 

Consolidated net income before minority interest and extraordinary item ...... 1540;537 

Minority interest in income of subsidiary companies (net) ...................00088 35,950 

Consolidated net income before extraordinary iteM .........0..0.. cece 1,504,587 
Add extraordinary item: 

Gain on redemption of debemtures ie. ee re 55,/6L 
Consolidated net income for period (see note 1) ooo... cece eeeeee. $ 1,538,348 
Earnings per Class ‘‘A” and ‘‘B” share: 

Consolidated net income before extraordinary item 

(1972 —.52 weeks: 1971, ——40 weeks) oxo cree ee Sit 

Consolidated net income for period (1972—52 weeks; 1971—40 weeks) $1.14 


(See accompanying notes to the consolidated financial statements) 


January 3, 
1971 


$118,042,541 


83,867,980 
28,155,089 
2,290,020 


752,749 


115,065,838 


2,976,703 


1,380,800 
108,700 
1,489,500 
1,487,203 
1293 
1,409,910 


567s15 


$ 1,466,225 


consolidated statement of retained earnings 
Fifty-two weeks ended January 2, 1972 (with comparative amounts for the forty weeks ended January 3, 1971) 


SILVERWOOD INDUSTRIES LIMITED and its subsidiary companies 


January 2, 
1972 
ene mm SIMIC eaOl DELO anaes. cesta custsoe aan aes care cncton ated nd we nbaomin ek dadends $14,731,582 
Add consolidated net income for period (see note 1) 2.0.00... ceeececeeeeeeees 1 539,045 
16,269,930 
Deduct: 
Dividends declared (80¢ per share during fifty-two weeks ended January 2, 
1972; 60¢ per share during forty weeks ended January 3, 1971) — 
GRR TNE sh a Ae SAS oS od ao er PR iG) aire van Soin a Rn RRe Oe 722,526 
CAS Steet camer eer ee Se ec ee eR ee eT a 352,970 
1,075,496 
DEN ELPYOC. (2V Ue Io) fa eycl gd (oe foe eh meten Hann sane ieae tome RRM RAE bere tere erin tM rien Rrca) Mer tare $15,194,434 


(See accompanying notes to the consolidated financial statements) 


January 3, 
1971 


$14,071,979 


1,466,225 


15,538,204 


541,895 


264,727 
806,622 


$14,731,582 
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consolidated statement of source and application of funds 
Fifty-two weeks ended January 2, 1972 (with comparative amounts for the forty weeks ended January 3, 1971) 


SILVERWOOD INDUSTRIES LIMITED and its subsidiary companies 


Source of funds: 
Operations — 
Consisting of: 
Consolidated net income for period 


Amounts deducted in arriving at the above net income, 
not an outlay of funds — 


Depreciation=and -aimortizatiOnrse.. 28 eee ee 
Deferred income: taxes’ 4.98). on tee ee 


Proceeds from receipt of term notes payable to bankers and 


mortgages payable: .iugc.c Ss tee ee 


Proceeds from disposals of fixed assets)... 23.5 re ees 


Application of funds: 
Additions to the companies’ plant and equipment 


Provision for retirement of debentures and reduction of other 


deferred ‘liabilities: (net) <n ee eee 
Increase: inssundry-assets: (Met) ec. eee ce eee 


Investment in subsidiary companies (including working capital deficits of 
subsidiaries rat. dates ot acquisition). ee ee 


Decrease: in consolidated sworking: Capital. 0 a een eee 


Consolidated working capital, beginning of period .............0. cee 


Consolidated working capital, end of period ...........0.... cece eee ee 


Dividends: to..shareholders: 22.5 ee eee 


January 2, 


LOW 


$1,538,348 


S196; 995 
133,300 


4,868,643 


900,000 
183,704 


5,952,347 


4,209,013 
1,075,496 


562,965 
186,004 


6,033,478 


Sl b3t 


3,355,441 
$3,274,310 


(See accompanying notes to the consolidated financial statements) 


January 3, 
1971 


$1,466,225 


2,290,020 
108,700 


3,864,945 


500,000 
174,461 


4,539,406 


4,048,750 
806,622 


526,230 
46,297 


5,639 


5,433,538 


894,132 


4,249,573 
$3,355,441 


notes to the consolidated financial statements January 2, 1972 


SILVERWOOD INDUSTRIES LIMITED and its subsidiary companies 


1. Principles of consolidation 


The accompanying consolidated financial statements include the accounts of all subsidiary companies in 
which Silverwood Industries Limited or its subsidiaries owned an equity interest in excess of 50% at the re- 
spective fiscal year ends with appropriate provision for minority interest. The operating results of subsidiaries 


previously acquired are included only from the date of acquisition. 


The convenience store operations accounted for gross sales of $63,454,058 for the fifty-two weeks ended 


January 2, 1972. 


2. Inventories 


This consists of: January 2, 
1972 

RETSIIESTOROSAIMNVEMLORY: tote as oem testan eee AMMEN eee cera oes an een eee. anna $3,416,837 

ERVIN? (aliteveluieiG ahora es © aan eae ee ee een meee NT: OIE SNe te deg SERN oe oe 2,631,453 

S ROLES ma ICEST DLC Sie Meee Oe rest corte y ON Rae an sa heurlde aciv sen lemaee at Spoe2ore2S 


$9O76513 


3. Fixed assets 


This consists of: Estimated January 2, 
useful life 1972 
[UT gle ine as ie cecerd tO RCO oe roel eI IPE Ts cc OA Ie reel ER ae $ 2,270,769 
EXCUECHT Stes tee eer RAR ee ee NR ct Wee te 20-50 years 12,284,543 
Macninery a ndrequipiment stews nyc vee eee 10 years 16,636,063 
Merchandising Cquipment: coe. sect bccnne ee 12 years 13,434,905 
DeNVery ae CUIDINIG() tae aa eeen eas hae al Mokeatcetthy cles 7 years 10,285,629 
Leasehole LiMmPrOVennentsS ocisecye se pone cdermantngen Acadian term of lease 2,066,683 
56,978;592 
Less accumulated depreciation and amortization .................... 28,127,839 
$28,850,753 


January 3, 
1971 


$3,105,457 
2,346,063 
3,304,992 
$8,756,012 


January 3, 
1971 


$ 2,119,465 


LZIS 95928 
1G;351,229 
11,806,594 

959737105 


1,684,015 


54,074,336 


26,072,892 


$28,001,444 


is 


notes to the consolidated financial statements continued 


4. Debentures payable and other deferred liabilities 


January 2, January 3, 
1972 1971 
7¥%4% sinking fund debentures Series A, due July 5, 1986 — 

(sinking fund payment of $400,000 per annum) ................000...00.0..00 $ 8,000,500 $ 8,391,000 
Term notes: payable-to bankers 222.205). succes ee ee 1,889,231 1,500,000 
Notes. “payable tes icieides i vecceadeponn ends teu tctihlart trates a ene eae ee 162,471 391,240 
Mortgages ‘payable o..cccichssccakore .::acutune ln aes = annem 1,253,889 547,828 
Lease deposits. 2 sicignsss conde aoaa ccna etcetera 152,629 131,490 

11,458,720 10,961,558 


Less portion due within one year included in current liabilities 
(net of debentures redeemed in advance) ...........0...0.. ccc ccee cece eee ees 451,068 290,941 


$11,007,652 $10,670,617 


Maturities and sinking fund requirements during the next five years are as follows: 


Year Ended Amount 
December 31, 1972 — $ 451,068 
December 30, 1973 — 2,331,576 (including term notes payable to bankers of $1,340,000) 
December 29, 1974 — 788,327 
December 28, 1975 — 687,433 
December 27, 1976 — 616,764 


5. Restrictions on payment of dividends 


Under the provisions of the Trust Indenture securing the 744% sinking fund debentures, the company 
cannot declare or pay any dividends (other than stock dividends and dividends at the rate of 60¢ per share per 
annum on the outstanding Class “‘A” shares of the company) when: 


(a) consolidated net current assets (as therein defined) of the company and its designated subsidiaries 
are less than, or would thereby be reduced to less than $2,500,000 and 


(b) the consolidated retained earnings of the company and its designated subsidiaries will be less than the 
lesser of 75% of the principal amount of all funded obligations of the company and its designated 
subsidiaries or $7,500,000. 


6. Lease agreements and commitments 


Silverwood Industries Limited and its subsidiary companies have entered into agreements to lease equip- 
ment and properties for various periods up to 1991 at total maximum aggregate net rentals of approximately 
$24,250,000. The maximum net rentals which will be charged to consolidated operations in the ordinary course 
of business during the next five years will amount to approximately $2,600,000 per annum. This represents in 
the main, the extension of the convenience store operations. 


Subsequent to January 2, 1972, the company acquired the balance of the issued shares of Mac’s Milk 
Limited for $2,150,000, with bank financing arranged. 


7. Goodwill and route lists 


This consists of route lists and excess of purchase price of shares of subsidiary companies over net book 
value of the underlying assets acquired. During the fifty-two weeks ended January 2, 1972, purchased goodwill 
increased by $276,028. 


8. Executive remuneration 


Remuneration to directors and senior officers of the company was $412,641 for the fifty-two weeks ended 
January 2, 1972. 


9. Pensions 


As at January 2, 1972 the companies’ liability in respect of past service pension benefits not provided for 
in the attached consolidated financial statements amounted to approximately $235,000. It is the intention of the 
companies to provide for and pay this liability in equal annual instalments over the next eighteen fiscal periods. 


auditors’ report 


To the Shareholders of Silverwood Industries Limited: 


We have examined the consolidated balance sheet of Silverwood Industries Limited and its subsidiary companies as at 
January 2, 1972 and the consolidated statements of income, retained earnings and source and application of funds for the 
fifty-two weeks ended on that date. Our examination included a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered necessary in the circumstances. 

In our opinion these consolidated financial statements present fairly the financial position of the companies as at January 2, 
1972, the results of their operations and the source and application of their funds for the fifty-two weeks ended on that date, in 
accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding period. 


London, Canada. CLARKSON, GORDON & CO. 
February 18, 1972. Chartered Accountants. 
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SILVERWOOD INDUSTRIES LIMITED 


Head Office 
75 Bathurst Street, London 15, Canada 


Mailing Address 
P.O. Box 2185, Terminal A, London 12, Canada 


Transfer Agents 


The Canada Trust Company — Toronto - Calgary - Vancouver 


Auditors 


Clarkson, Gordon & Co., Chartered Accountants 


Operating Companies 
Dairy Divisions 
Silverwood Industries Limited — Dairy Division — Head Office, London, Ontario 
Canmore Dairy Ltd. — Canmore, Alberta 
Milum Dominion Dairy Limited —- Golden, B.C. 
Valley Milk Ltd. — Invermere, B.C. 


Londonderry Distributors Limited — Toronto, Ontario 


Convenience Store Division 


Mac’s Milk Limited — Head Office, Toronto, Ontario 


Leasing Division 


Kayesil Limited — Head Office, London, Ontario 
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